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A Word on the Market

By: Patrick Adams, CFA

This should be an eventful week, there is a lot on the
calendar. First, the Presidential debate is on Tuesday. We
do not expect anything new to come out of it and perhaps a
net positive for the market.

On Thursday we get the all-important ISM Manufacturing
Index, this is the best read on the economy that we know.
We expect the report to be as expected, strong.

On Friday, we get the Employment report, we expect
another strong report but below the growth rate of last
month.

With the recent spike in the virus in the U.K., nothing really
happened except to close the bars earlier, probably a real
crisis for some Brits. Florida and Nevada seem to be taking
off many of the restrictions. We would not be surprised to
see interim data for the vaccine from one of the large drug
companies. This is what the market needs.

The market has fallen for 4 weeks and has gotten oversold.
We were right about being cautious in September. Our view
of October is more positive, but we would be foolish not
to expect volatility. October can be a spooky month.

There is chatter about a stimulus bill getting approved in
congress, this would certainly drive the value stocks
higher...we have numerous investment ideas. How to play
the recovery. We believe the REITs, Financials, and
Energy will do well from very depressed levels. We have
been doing a lot of calls with the managements of REITs
both equity and mortgage. We believe both sectors represent
solid value and fundamentals. The shopping center REITs,
in particular, are very undervalued. RPT Realty (RPT) is
a new purchase for us, we believe fair value for their real
estate is $10 and the stock is just off the bottom of $5.00, so
around 100% upside. A more speculative stock is Cedar
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Realty Trust (CDR), the stock is $.80, and the real estate is
worth $3.00. These are solid companies that have quality
shopping centers and achieving rents of over 90%
collection. The management at RPT is particularly strong.

Barron’s did an article about the healthcare sector and the
strong fundamentals. The focus of the article is about
getting drugs through clinical trials and approved much
faster. We believe this is a major fundamental change with
lots of new products being developed quickly. We believe
we are in the early years of the Golden Age for biotech.
Part of what is driving it is database management and
artificial intelligence to eliminate a lot of trial and error to
develop molecules with a high likelihood of becoming
drugs. There is a company, Immunome (IMNM) coming
public in the next couple of weeks and our Emerging
Healthcare clients will likely become invested. We believe
it will be a big winner overtime, with 58 total antibodies.
That is an incredible number. It would surprise us if a large
drug company does not buy them.

As we look out to October, reported GDP will be very
strong, likely over 30%. If there is a stimulus bill, we would
expect these lagging sectors like real estate, energy, and
financials to perform strongly. The market got oversold
recently with a roughly -10% pullback in the S&P 500, and
the sentiment is very negative with 2x the bears versus the
bulls, making good news positive for stocks. In the short-
term we would expect the market to rise. With such
major shifts that could occur our tactical strategies are a
prudent choice for investors. The two major risks for the
market are political and technology stock valuations.
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Economic Events Last Week

Date ‘ Event

U.S. Debt leaps 58% in

Sep-21 second quarter

In August existing home
Sep-23 sales rose at fastest rate in
the last decade

PMI data shows business
activity in U.S. business
increased, but at a slowing
rate

An unexpected spike in
jobless  claims  show
rehiring is losing steam
sitting at 870,000

Sep-24

Sep-25 New Home sales increase
to highest levels since the
Great Recession

Sep-25 In August durable-goods
orders increased by 0.4%

Source: Briefing.com




